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Z RE: MUR 6151 

O Dear Mr. Shepherd: 
On December 18,2008, foe Federd Election Commisdon found thd foere is reason to 

believe that foe Denick Shephenl Campdgn Committee and Derridc Shepherd, in his officid 
capacity as taeasurer, violated 2 U.S.C. §§ 432(d) snd 434(b) snd 2 U.S.C. § 441b(a), or 
dtemativdy, 2 U.S.C. § 441a(f), provinons ofthe Fedend Election Campdgn Act of 1971, as 
amended, and 11 C.F.R. §§ 104.3 and 104.14(b)(1). These findings were based on infonnation 
ascertdned by foe Cominission in foe normd course of canying out ite supervirory 
respondbilities. See 2 U.S.C. § 437g(a)(2). The Find Audit Report offoe Denick Shepherd 
Campdgn Committee, approved by the Commbsion on December 3.2008. serves as the Factud 
and Legal Analyds. to addition, a supplementd Factud and Legd Andyste is also attadied for 
your infonnation. 

You nuty submit any facttud or legd materiab tiut you believe are rdevant to foe 
Commission's consideration of thb matter. Please submit such mderiab to the Cknerd 
Counsel's Office withm 15 days of your recdpt of this letter. Where appropriate, statemente 
diould be submitted under oafo. to foe absence of additiond infoimation, foe Conunisdon nuiy 
find probable cause to bdieve thd a violation has occuned snd proceed wifo condliation. 

Please note that you have a legd obligation to preserve dl documents, records and 
nuteriate reteting to thu matter until audi time as you are notified that the Commisdon has 
closed ite file m tins matter. 5!ee 18 US.C. § 1519. 

ff you are toterested to pursumg pre-probsble cause concilbtion, you should ro request to 
writing. Sgg 11 C JJL § 111.18(d). Upon recdpt oftiie request, flie Office ofthe General 
Counsel will make recommendations to the Commisdon either proposing an agreement to 
settlement offoe matter or recommending declining flut pre-probable cause condliation be 
pursued. The Office of the Generd Counsel may recommend that pre-probable cause 
conciUation not be entered toto d tlus time ro tlut it may complete ite mvestigation ofthe matter. 
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Furfoer, foe Commission will not entertam requeste for pre-probable cause conciliation after 
briefe on probable cause have been mdled to foe respondent 

Requeste for extensions of time will not be routinely granted. Requeste must be made in 
writing at least five days prior to foe due date of foe response snd specific good cause must be 
demonstrated, to addition, foe Office of the General Counsel ordinarily will not give extensions 
beyond 20 days. 

ff you intend to be represented by counsel in fois matter, please advise foe Commission 
^ by completing foe enclosed form stating foe name, address, and telephone number of such 
^ counsel, and aufoorizing such counsel to recdve any notifications and other communications 
^ from foe Commission. 
CO 

^ This matter will renum confidentid in accordance wifo 2 U.S.C. §§ 437g(aX4)(B) and 
^ 437g(aXl2XA), unless you notify foe Commisdon in writing that you wish foe mvestigation to 
Q be made public. 
m 
H For your information, we have enclosed a brief description of foe Commisdon's 

procedures for handlmg possible violations of the Act. ff you have any questions, please contact 
Peter G. Blumbeig, the attorney asdgned to tius matter, at (202) 694-1650. 

^ On bdidf of foe Commission, 

J îl¥Jujj4/liiluZi 
Steven T.Wdflier 
Chdmun 

Enclosures 
Factud and Legd Andyds (Find Audit Report) 
Supplementd Factud and Legd Andysis 
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Report ofthe Audit Division on the 
Derrick Shepherd Campaign 
Committee 
August 3, 2006 - December 31, 2006 

Why the Audit 
Was Done 
Federal law pennits the 
Commission to conduct 
audits snd field 
investigations of any 
political committee that 
is required te file reports 
under die Federei 
Election Csmpdgn Act 
(foe Act). The 
Commission generally 
conducte such audits 
when a commitiee 
appears not to have met 
foe foreshold 
requirements for 
substantial compliance 
wifo die Act.'The audit 
determines whether the 
committee oompiied 
wifo die luniuaions, 
prohibitions and 
disclosure requiremente 
offoe Act. 

Future Action 
The Commission msy 
mitiate an enforcement 
action, at a later time, 
wifo respect to any of 
the matters discussed in 
fois repoit 

About the Csunpaign (p. 2) 
The Derrick Shepherd Campaign Committee is the principal csmpaign 
committee for Derrick Shepherd, Democratic candidate for foe U.S. 
House of Representatives fiom the stateof Louisiana, 2nd Disbict and 
is headquartered in Manero, Louisiana. For more information, see the 
chart on the Campaign Organization, p. 2. 

Financial Activity (p. 2) 
• Recdpte 

o From Individuals 
o Loans from Candidate 
o From Odier Political Committees 
o Other Receipts 
o Total Receipte 

• Dlsbunemente 
o Operating Expenditeres and Ofoer 

Disbursemente 
o Total Disbarsementa 

$287.211 
1S4.12S 
15,300 

IS2 
$456,788 

$462,779 
$462,779 

Findinfe and Recommendations (p. 3) 
Pemiissibillty of Csndidste Loans (Fmdbig 1) 
Receipt of Prdubited Conbibutions (Findaig 2) 
Recdpt of Contributions that Exceed Limite (Finding 3) 
Misstettmem of Fhumcisl Activity (Fuding 4) 
Disclosure of Conbibutions (Finding S) 
Fdlure te File 48-Hour Notices (Fuiding 6) 
Disclosure of Occupation and Name of Employer (Findmg 7) 

*2U.S.C.94380>). 
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Parti 
Baclq^ound 

Authority for Audit 
This report is based on an audit ofthe Derrick Shq)henl Campaign Committee (DSC), 

^ undertaken by foe Audit Division of the Federd Election Commission (foe Conunission) 
1̂  in accordance wifo the Federei Etection Campdgn Act of 1971, as amended (the Act). 

The Audit Division conducted foe audit puisuam te 2 U.S.C. §438(b). which permits foe 
Commission te conduct audita and field investigations of any political committee diat is 

^ required to file a report under 2 U.S.C. §434. Prter te conducting any audit under fois 
^ subsection, foe Commission must perform an intemd review of reporte filed 1̂  selected 
<qr committees to determine If foe reports filed by a particuter committee meet the threshold 
P requirements for substtuitial compltence with foe Act. 2 U.S.C. §438(b). 
O 
HI 

Scope of Andit 
Foltowing Commission-Approved procedures, the Audit staflT evaluated various risk 
factors and as a result, foe scope of this audit was limited te foe followmg: 
1. The receipt of exoessWe comributtens and loans. 
2. The receiixt of contributions fiom prohibited sources. 
3. The disdosure of comributions received. 
4. The ronsistency between reported figures and bank rerords. 
5. The completeness of records. 
6. Other committee operations neoessaxy te the review. 

Limitations 
Alfoough DSC provided some documentation in support of loans nude by the Candidate, 
addittonal documentation requested by foe Audit staffto determine foe source of funds 
used fixr these loans was not provided. As a result, our review of loans was limited wifo 
respect to disclosure and permissibility ofthe fimds used to make foere teans. (See 
Finding I. Permissibility of Candidate Loans) 
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Part n 
Overview of Campaign 

Campaign Organization 
Important Dales Derrick Shepherd Campalan Committee 
• Date of Reaistntion Ausust 10.2006 
• Audh Covenae August 3,2006 - December 31.2006 

Hcadanarten Manero. Louisiana 

Bank InformatioB 
• Bank DenositDries One 
• Bank Accounts One cheeking account 

Treasurer 
• Treasurer When Audit Was Conducted Byron Lee 
• Treasurer During Period Covered by Audit Byron Lee 

ManaacmcnC toformatton 
• Attended FEC Canuma Fnianee Seminar No 
• Used Commonly Avaibble Campaign 

Manaoement Sofoware Packaae 
Yes 

• Who Handled Accountiqgi Reoordkeepmg 
Tasks and Other Day-to-Day Opeiations 

Pshl Staff 

Overview of Financial Activity 
(Audited Amounts) 

Cash 00 hand 6d Aiianrt 3.2006 S 0 
Receinls 

o Fram bdividuab $ 287.211 
o Loans foxm Candidete 154.125 
o From Olher Politica] Commitiees 15.300 
o OtherReodnls 152 
o Total Receints S 456̂ 788 

DisbuEMmenti 
o Operating Expenditures and Other 

Î burscments S 462.779 
o Total DIfonrBcmcBte $ 462.779 

Cash oa hand ® December 31,2006 $(5,991)' 

' DSC bank stalemcnls did not show a negrtiva ball 
2006. 

becauN of outttandiiv oheda as of December 31, 
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Findings and Recommendations 

Failure to Respond to the Interim Audit Report 
An interim audit report was issued on Msreh 21,2008, advising DSC ofthe frndings and 
recommendations resulting fiom die audit ofthe Derrick Shepherd Campaign Committee. 
The Audit staff contacted the treasurer on March 28,2008 te confirm reoeipt offoe 
interim audit report. DSC was requested te respond te the interim audit report liy April 
23.2008. On April 22,2008 the treasurer was sent sn e-mail reminding him of die 
response due date. DSC dkl not respond te the interim audit report recommendations or 
request an extension of time to respond. 

Finding 1. Permissibility of Candidate Loans 
DSC reported twelve loans from foe Candidate totaling $154,125. The Audit staff made 
numerous requeste of DSC for supporting documentatton te determine whedier die losns 
were made fiom foe Candidate's persond funds. In addition, a letter was sent to the 
Candidate requesting such documentation which was followed by a telephone 
conversation conceming foe needed records. No documentation has been provided. The 
Audit staff recommended that DSC provide evidence demonstrating that these loans were 
made fiom the Candidate's personal funds. (For more detail, see page 5.) 

Finding 2. Receipt of Prohibited Contributions 
DSC received sixteen prohibited contributions totaling $22,900 fiom limited liability 
companies (LLCs) and corporate entities. ShouM DSC establish that the contributions 
from two of the limited liability companies are from permissible sources, $7,200 would 
be added te foe excessive contributions m Finding 3. Of fois amount, $4,200 could be 
resolved by DSC sending presumpthw redesignation letters. The remdning excessive 
contributions totduig $3,000 are resolvable only 1̂  refimd. The Audit staff 
recommended that DSC either provide evidence foat these contributions were made wifo 
permissibte fonds or refohd foem. (For more dettdl, see page 6.) 

Findings. Receipt of Contributions that Bnceed Limits 
DSC accepted 36 contributions fiom individuals dud exceeded die limit by $61,310. Of 
foese excessive contributions. $31,310 was eligible fbr presumptive dection designation 
and contributor attributkm. However, there was no evidence that the required notices had 
been sent te contributors. The remdning excessive contributions, $30,000, were not 
eligible for presumptive redesignation and/or reattribution. The Audit staff reconunended 
that DSC provide evklence demonstrating that the contributions were not excessive, send 



notices te there conbibutors that were eligible for presumptive redesignation and/or 
reatbibution, or refiind the excessive smounte. (For more detdl, see page 9.) 

Finding 4. Misstatement of Financial Activity 
A comparison of DSC's reported financial activity to its bsnk records revealed that, for 
2006. reported receipte were overstated by $54,740 and ending cafo was simitarly 
overstated. The Audit staff recommended tiut DSC amend ite reporte te correct foe 
misstatement. (For more detail, see page 11.) 

00 
hs Findings. Disclosure of Contributions 
N Results of s review ofall conbibutions received from individuals indicated that DSC did 

not adequately disclose the name and address of conbibutors or the date of receipt for 
^ individual contributions totding $46,150. The Audit staff reconunended that DSC amend 
^ ' itt reports te correct die disclosure of foere contributions. (For more detail, see page i 31) 

p Finding 6. Fsdlure to File 4S-Hour Notices 
Q DSC did not file 48-hour notices for 15 contributions totaling $94,100 received prior to 
•H both foe primary and general elect tons. Of fois amount, $84,000 was loans fiom the 

Candidate. The Audft staff recommended that DSC provide evidence that 48-hour 
notices were timely filed, that no notioe was required, or submit any commente it 
Gonsidera relevant. (For more deteil, see page 14.) 

Finding 7. Disclosure of Occupation and Name of 
Employer 
DSC did not adequately disctere occupation and/or name of emplt̂ er teformation fbr 
contributions firom individuals toteling $55,350. In sddition. there was no evidence that 
"best efibite" to obtdn, mdntein and submit the infonnstion hsd been exereised. The 
Audit staff recommended that DSC demonstrate that it has exereised best efRxrte to obtain 
die necessary information or contact each conbibutor for which the infomiation is 
lacking, submit evidence of such oontsct, and disclore any infonnation received in 
amended repoite. (For more detail, see psge 15.) 



Part IV 
Findings and Recommendations 
Failure to Respond to the Interim Audit Report 
An interim audit report was issued on March 21,2008, sdvising DSC ofthe findings and 
recommendations resulting firom the sudit of die Derrick Shepherd Campaign Committee. 
The Audit staff contacted foe treasurer on March 28.2008 te confirm receipt ofthe 

O) interim audit report. DSC was requested to respond to foe interun audit report by April 
rs 23,2008. On April 22.2008 foe treasurer was sent an e-mail remmding him ofthe 
N response due dste. DSC did not respond te die interim audit report recommendations or 

request an extension of time te respond. 
00 

5f [Finding 1. Permissibility of CantUdate Loans | 

O Snminary 
Q DSC reported twelve loans finom die Candidate totaling $154,125. The Audit staff made 
^ numerous requeste of DSC for supporting documentation te determine whedier foe loans 

were made fiom the Candidate's personal fiinds. In addition, a letter was sent to the 
Candkiate requesting such documentstion whtoh wss followed by a telephone 
conversation conceming the needed records. No documentstion hss been provided. The 
Audit sttdf recommended thst DSC provide evidence demonsbating foat there loans were 
made fKxm the Candidate's persond fUnds. 

Legal Standaid 
A. Formd Reqniremcate Regarding Reporte and Statemeato: An authorized 
committee shdl mdntdn all records, induding bank records, wifo respect te foe matters 
required to be reported whtoh shdl provide in sufTiciem detdl foe necessary information 
and data fiom which the filed reports and statements may be verified, explained, clarified, 
and checked for accuracy and completeness. 11 CFR § 104.14(bXl)> 

B. Expenditures by QiBdklates. Csndidsles for Federal office nuty make unlimited 
expenditures from persond fonds as defmed m 11 CFR §§10033 snd 110.10. 

C. Penoad Faads. Personal fimds of a candidate means the sum of all of foe 
following: 

1. Assete. Amounte derived fiom say asset that, under applicabte Stete law. at the 
time foe indivkhid became a canddstê  the candktete ted legd right of access to 
or control over, and wifo respect te which die cendidate had-
• Legd and rightfoi titte; or 
• An equitable mterest; 

2. Income. Income received during the currem election cycle; as defined in 11 CFR 
4002, offoe candidate 

3. tointly owned assete. Amounte derived fiom a portion ofassete that are owned 
jointly by the candidate and foe canddate's spouse as follows: 



• The portion of assete fost is equsi te die csndidste's share offoe asset under 
the instrument of conveysnce or ownership; provided, however, 

• If no specifto shsre is indicsfed by sn faistrument of conveyance or ownership, 
foe value of one-hdf offoe property. 11 CFR §100.33. 

Facta and Analjsto 
DSC reported receiving twelve loans fiom foe Candidate toteling $154.125.' For 
$141,500 of foere loans, DSC provided copies of checks drawn on the Candidate's * 
personal bank accounte used to make foere loans. In addition, DSC provided copies of 

CD money orden purohased by foe Candidate to nuike $10.000 of foere loans and a certified 
^ bank check used te make another $1,000 loan. For foe remaming toans ($1,625), DSC 
^ only provided copies of deposit slips which mdicated cheeks were deposited; however. 
^ the check copies were not made avdteble. 

In order to verily tiiat the source of fiinds fixr all of foese loans was the Candidate's 
sar persond fonds, it is necessary for foe Audit steff to review, at a minimum, foe records for 
O the accounte that the checks were drawn on, and documentation to verity foe source ofthe 
O fonds used te purchaw foe cashier's check and money ordera. The Audit steff made 
*-* numerous requeste of DSC fixr fois documemation. but none was provided. In addition, a 

tetter was sent te the Candidate requesting such documentetion and noting that if not 
provided foe Commisston msy draw sn adverre inference about foe source ofthe funds 
firom foe feilure te provide foe requested records. Findly. a follow-up tetephone 
convereation was held wifo the Csndhlate te reiterate the need for there records. None of 
foe documentetion requested has been provded by eifoer DSC or foe (ididate. 

At foe exit confidence, the Audit stefT discussed fois issue wifo DSC's representative and 
a rehedule was provUted detailbig foe losn activity. 

Intesim Andit Report Reeosnmendatioa \ 
The Audit staff recommended that, wifoin 30 calendar days of service of the interim 
report. DSC provide evidence demonstratuig fost foe loans te DSC were made fiom foe 
Candidate's personal fonds. It was noted that fiulure te provide foe neeessaiy records 
msy lead foe Commiaion te draw an adverre inference conceming the source ofthe 
fimds provided te DSC Ixy foe Ĉ didste. 

iFinding 2. Receipt of Plrohibited Contributions 

DSC recdved sbcteen prohibited conbibuttons totoluig $22,900 from limited liability 
compantes (LLCs) and corporate entities. Should DSC establish foat the contributions 
fiom two of the limited liability companies are fiom peraiissibte sources, $7,200 would 
be added te foe excessive contributions ui Finding 3. Of fois amount, $4,200 could be 
resolved Ity DSC sending presumptive redesignation iettere. The remaming excessive 

' The 2007 April 15 Quarterly iqxMt filed by DSC converts these loans 10 oontributioMitô  
Candidate and extinguUiei die loani. 
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contributions toteling $3,000 are resolvable only Ixy refond. The Audit staff 
recommended fost DSC eifoer provide evidence that there contributions were made wifo 
permissible fonds or refond foem. 

Legal Standsud 
A. Recdpt of Prohibited Corporate Contributions. Political campaigns may not 
accept conbibutions made ftom the general treasury fonds of coiporations. This 
prohibition spplies to any tjrpe of corporstton including a non-stock corporation, an 
incorporated membership orgsnization, and an incoiporated cooperative. 2 U.S.C. §44lb. 

B. DefinidoB of Limited Liability Company. A limited Itebility company (LLC) is a 
business entity recognized as an LLC under the laws ofthe state in which it was 

^ ertablished. 11 CFR §110.1(g)(1). 

^ C. Appllcattoa ofLimita and Prohlblttons to LLC Coatrlbattens. A conblbution 
^ ftom an LLC is subject te contribution limite and prohibitions, depending on several 
O factors, as explained below: 
O 1. LLC as Partnership. The contribution is considered a contribution fiom a 
^ partnership if the LLC chooses to be trested as a partnership under Internal 

Revenue Service (IRS) tax rules, or if it makes no choice at all about its tax status. 
For foe 2006 election, a partnerfoip contribution may not exceed $2,100 per 
candidate, per election, and it must be attributed te one or more partners. 11 CFR 
§110.1(a). (b).(e) ami (g)(2). 

2. LLC as Coiporation. The conblbution is considered a corporate contribution— 
and is baired under die Act—if the LLC chooses to be trested ss a corporation 
under IRS rates, or if its shares are baded publicly. 11 CFR §110.1(g)(3). 

3. LLC wifo Single Member. The conblbution Is considered a contribution fiom a 
single individual ifthe LLC is a smgie-member LLC that has not diosen to be 
treated as a corporation under IRS rates. 11 CFR §110.1(g)(4). 

D. Limited UablUty Company's Rnponsibility te Notify Redpient Committee. At 
the time it makes a contribution, an LLC must notify the recipient committee: 
• Thst it is eligible to make the contribution; and 
• In foe care of an LLC that considen hrelf a paitnership (for tsx purposes), how foe 

contribution shouM be atbibuted among the LLC's members. 11 CFR §1 io.l(gKS). 

E. Quretionabte Contribatioas. Ifa committee recehrre a contribution foat appears te 
be prohibited (a questionable conbibution)̂  it must follow the procedures below: 

1. Widim 10 days after foe treasurer recdves foe questionable conbibutton, die 
commitiee must either: 
• Retam the contribution te foe contributer without depositmg it; or 
• Deposit foe contribution (and follow the steps below). 11 CFR §l03.3(bXI). 

2. Ifthe commitiee deposite the questionsbto conbibution, it may not spend foe 
funds aid murt be prepared to refund them. It murt foerefore maintain sufficient 
fimds to make the refiinds or estsblish a seperate account m a campaign 
depositoiy for possibly illegal oontributions. 11 CFR § l03.3(bK4). 
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3. The committee must keep a written record exptoining why foe contributton may 
be prohibited and must include tills infoimation when reporting foe receipt of the 
contribution. 11 CFR§103.3(bKS). 

4. Withte 30 days of the tressurer's receipt offoe questionsbto conbibution, foe 
committee must nuke at least one written or oral request for evhtence foat foe 
conbibution is legsl. Evidenre of iegdity includes, fixr exsmpie, a written 
statement from the conbibutor expisining why the conbibution is legal or an oral 
explanation that is recorded by foe committee in a memorandum. 11 CFR 
§l03.3(b)(l). 

5. Wifom there 30 days, die conunittee must eitiier: 
^ • (̂ ficm the tegality of foe contribution; or 
,-1 • Refond foe contribution te foe contributor and note the refond on foe report 
00 covering foe period in which foe refond was made. 11 CFR§103.3(bKl). 

^ F. Refond or Disgorge QacstiOBabteCoatrfoutioas. If the identity of the original 
^ contributor is known, the committee must eifoer refund the fonds to foe source offoe 
Q original conbibutton or pay the fonds Kxfoe U.S. Tressuiy. AO 1996-5. 

00 

Facte and Asialyeto 
A review of contributions fhxm individuals resulted in the identification of 16 apparent 
prohibited conbibutions totaling $22,900. Of tiiese. 14 contributions totalmg $22,600 
had been received fiom tan LLCs. DSC did not provide documentation detailing foe tax 
filing status of foere entities. The two remsming conbibutions totalhig $300 were from 
entities whose oorporate status was verified wifo foe Secretaiy of State. DSC did not 
maintam suffidem funds in ite bsnk account te nudoe die neeessaiy refonds. 

Should DSC establish that foe conbibutions fiom two offoe limited liability companies 
are ftom peimissible sources. $7,200 wouM be sdded te the excessive contributions in 
Finding 3. Of fois smount. $4,200 could be resolved by DSC senduig presumptive 
redesignation letten. The remaining excessive contributions totding $3,000 are 
resolvabto only by refund. 

At foe edt conference, the Audit staff direussed fois issue wifo DSC's representative and 
provided schedules. The representative agreed te review there schedules to detennine 
whether foey concurred with the excepttons listed and respond aocorduigly. 

Interim Andit Repost Reoosnmendation 
The Audit staff reconunended foal; within 30 calendar days of service of the interim 
report, DSC: 
• Provide evidence demonstrating that the contributtons in question were made wifo 

permissibte fimds snd were not excessive; or 
• Refond die impeimlssibto fhnds, refhnd/resolve the excessive contributions ss noted 

above and provide evidence of such refonds (copies of the ftont and back of 
negotiated refund checks) or disgorge foe fonds to the U.S. Treasury; or 



00 

• If fonds sre not availabte te make the neeessaiy refiinds, disclose the conbibutions 
requking refonds on Schedute D (Debt snd Obligations) until fonds become available 
to make such refonds. 

[Finding 3. Receipt of Contributione that Baoeed Limits 

Summary 
DSC accepted 36 contributions firom individuals diat exceeded foe limit by $61,310. Of 
these excessive conbibutions, $31,310 was eligible for presumptive election designation 
and conbibutor atbibutton. However, there was no evidence that foe required notices had 

1̂  been sent to contributon. The remdning excessive contributions, $30,000, were not 
eligible for presumptive redesignation and/or reattribmlon. The Audit staff recommended 

00 that DSC provide evidence demonstrating that the contributtons were not excessive, send 
notices to thore conbibuton that were digible for presumptive redesignation and/or 

^ reattribution, or refond the excessive amounts. 

O 
^ Legal Standard 

A, AafoorfaEcd Commtttee Limita. For the 2006 dection, an aufoorized commitiee nuy 
not receive more than a total of $2.100 per dection from any one person as adjusted 1̂  
foe Consumer Price Index ((71). 2 U.S.C. §441a(aXIXA). (2XA) and (f); 11 CFR 
§§110.1(a) and (b) and 110.9(a). 

B. HaadlingCoBtribottons That Appear Ezeessive. Ifa committee receives a 
conbibution that appears to be excessive, foe conunittee murt eifoer 

• Retum the quertionabte conbibution to foe donor; or 
• Deposit foe conbibution into ite fbderal account and keep enough money on 

account to cover all potenttel refiinds until the legality offoe conU'ibution Is 
established. 11 CFR § 103.3(b)(3) and (4). 

The excessive portion of contributions may dso be redesignated to anotiier dection or 
reatbibuted to anofoer contributor as expldned below. 

C. RcdesignadoB of Ezcenlve Coatributtens. The committee may ask the contributor 
to redesigride foe excess portion of the contribution fixr use in anofoer election. 

• The committee must, wifoin 60 dsys of recdpt offoe conbibution, obtain and 
retain a signed redesignation letter which mfixrms the contributor thst a refond of 
foe excessive portion may be requested; or 

• Refiind foe excessive amount 11 CFR §§] 10.1(b)(5), I I0.](l)(2) and 
103.3(bX3). 

Notwifostsnding the above, when an aufoorized political committee recdves an excessive 
contributton firom an individud or a non-multi-candidate committee, the committee nû  
presumptivdy redesignate the excessive portion te die general election ifthe contribution: 

• Is made before that candidate's prunaiy dection; 
• Is not designated in writing for a particuter dection; 
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• Would be excessive If trested as s primsiy election contribution; and 
• As redesignated, does not caure the contributer to ex̂ ceed any other conbibution 

limit. 
Alsob foe committee may presumptively redesignate foe excessive portion of a general 
election conbibution back to foe primaiy election if foe amount redesignated does not 
exceed foe committee's primsiy net debt position. 

The comminee is required to notity foe contributor m writuig offoe redesignation wifoin 
60 days offoe treasurer's receipt offoe contribution snd must offer foe contributor foe 

^ option to receive a refimd insteisd. For fois action to be vdid. the committre must retein 
00 copies of foe notices sent Presumptive redesignations apply only wifoin the nme 

etection cycte. 11 CFR §1 IO.l(b)(5)(iiXB) A (C) and (IX4Xii)-

^ D. Reattributtoa of Ezcenlve ContribBtioas. When an aufoorized committee receives 
^ • an excessive conbibution. tiie conunittee msy ask die conbibutor if foe conbibution was 

intended to be a joint contribution fiom more tiun one person. 
Q • The commitiee must, wifoin 60 days of receipt of the conbibution, obtein and 
Q retein a reatbibution letter signed by dl conbibutora; or 
M • Refondtfieexcessivecontribution. llCFR§§110.l(kX3), 110.1(IX3)and 

]03.3(bX3). 

Notwifostsnding the above, any excessive contribution thst was msde on a written 
instrument that is unprinted with Ae names of more than one individual nuiy be atbibuted 
among foe mdividuals listed udess instracted odieiwire by the contributor(s). The 
commitiee murt inform each contributor 

• How foe contribution was attributed; and 
• The conbibutor may mstead requert a refimd of the excessive amount 11 CFR 

§llO.I(kX3)(iD(B). 

For fois action to be valid, foe committee murt retete copies of the notices sent 11 CFR 
§I10.l(l)(4Xli). 

E. Refond or DIsgoige QBCsttoBabte ContributiOBS. Ifthe identity ofthe origind 
contributor is known, foe committee murt ehher refimd the fonds to the source offoe 
origmd conbibutton or pay tfie fimds to die U.S. Tressuiy. AO 1996-5. 

Faete aad Analgreie 
The Audit staff reviewed conbibuttons fixxm indlvMuate to determine if excessive 
contributions were received. The review dentified 36 conbibutions thst exceeded the 
limit by $61,310. Durteg fois review, it was noted dist DSC routinely redesignsted 
contributions to anodier electton or mttributed conto'butions to anofoer individud. 
However, no documentatton was provided by DSC te support of there redesignattons snd 
reattributions; neither signed redesignations or mttributtons, nor the contributor 
notifications required for presumptive reatbibution or redesignation. 
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Of the excessive conbibuttons, $31,310 could be resolved by DSC sending presuniptive 
redesignation and/or reattribution letters. The remsming excessive contributions totaling 
$30,000 are resolvable onty by refond. DSC did not maintem suflTictont fonds in ite bank 
account to make the necessary refunds. 

At foe exit conference, the Audit staff provded DSC's representethre with schedules of 
the excessive conbibutions noted above. The representative agreed to review there 
schedules to determme whether he concurred witii foe exceptions listed and would 
respond sccordingly. 

00 Interim Andit Report Recommendation 
The Audit staff recommended that, wifoin 30 calendar days of service offoe interim 
report. DSC: 

^ • Send notices to diore conbibuton whore contributions were eligibte fix-presumptive 
^ redesignation and/br reatbibution ($31,310) infixrming them how their conbibution 
^ was designated snd/or attributed and offer a refond of foe excessive amount Abrent a 
0 requert for a refond by foe conbibutorSk diere notices would obvtete foe need for 
0 conbibutton refonds or psymente te foe U.S. Tkeasuiy. For notices sent to 
T-i contributors, DSC should provide a copy of each notice and evidence that it was sent 

The notices murt demonstrate thst both the contributer and the mdividual te whom 
the contribution was reattributed were notified. If any contributor cannot be located 
or if foe presumptive notice comes bsck undeiivcrsble. a disgorgement of foe 
excessive contribution should be nuute to the U.S. Treasury; and 

• Provde evidence demonstrating thst the remdning conbibutions toteling $30,000 
were not excessive. Such evidence should include, but not be limited to, 
documentation that foe conbibutions were restbibuted. redesignated, or refonded in a 
timely manner; or 

• Abrent such evidence, refimd $30,000 to the contributon and provide evidence of 
such action (copies oftiie firont snd bsck of negotiated refond checks) or make a 
disgorgement to foe U.S. Treasury; or 

• If fonds are not avaitebte to nuke the necesssiy refonds, direlow the conbibutions 
requiring refimds on Schedule D (Debt and Obligstions) until funds become avaitebte 
to make such refonds. 

I Finding 4. aglsstrttement of Financial Activity ' 

A comparison of DSC's reported finsnctei sctivity to ite bsnk records reveded that, for 
2006, reported receipte were ovcrsteted by $54,740 and endteg cash was simiisrly 
oventaled. The Audit steff reconunended tiuit DSC smend ite reporte to conect foe 
misstetement. 

Legal Stsmdard 
Contenta of Reports. Each report murt disdose: 
• The amount ofcash on hand at the begmning and end offoe reporthig period; 
• The total amount of receipts for foe reportteg period and for die calendar year; 
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• The total amount of disburremente fixr foe rqxxrting period and for foe calendar year; 
and 

• Certain transactions that require itemization on Schedule A (Itemized Receipte) or 
Schedute B (Itemized Disbursemente). 2 U.S.C. §434(bXl). (2), (3), (4), and (5). 

CO 
oo 

H 
OO 
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Facts and Analyato 
The Audit staff reconciled reported financial activity to bank records for calendar year 
2006 and noted a misstatement of receipte and ending cash. The following chart outlines 
foe direrepsncies. 

2006 Activity 

Reported Bank Records Diserepancy 
Opening Cssh Batance 
& Augurt 3.2006 

$0 $0 $0 

Receipte $511,528 $456,788 $54,740 
Overstated 

Disbursemente $462,788 $462,779 $9 
Oventated 

Ending Cash Balance 
® December 31.2006 

$48,740 $(5,991) $54,731 
Overstated 

The overstatement of receipte resulted firom the following: 
• Bank acliustments. eg., reported contribution checks $ 49,350 

retemed for non-suflHcient fimds 
• Contribution fkom BUILD PAC reported twice 5,000 
• Reported loan fiom Candidate not supported by deposit SOO 
• Contribution amounte reported incorrectly (net) 90 
• Unitemized receipte understeted (300) 
• Unexptained difference 100 

Nd oventatemeat of reedpto $ S4-74Q 

The $54.731 overstatement of ending cssh on hsnd resulted primarily fifom foe 
misstatement of receipte noted above. 

At foe edt conference, the Audit staff expteuied the mlsstatementa and indicated that 
nuxrt offoe recdpte difference was due te bank adjusbnenta that were not subsequently 
corrected in the reporte. Scheduire were provided to DSC's representative detailing tfiere 
discrepancies. The representative expldned that he didn't have access to bank statement 
mformation when preparing foe repoite. He sgreed to review tiie wheduies provided. 
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Interim Andit Report Recommendation 
The Audit staff recommended that, wifoin 30 calendar days of service ofthe interim 
report, DSC amend ite reports to conect the misstatemente noted above. 

[Findings. Disclosure of Contributions 

Summary 
Results of a review of dl comributions received fiom individuals indicated that DSC did 

^ not adequately direlore the name and address of oontributora.or the date of receipt for 
^ individud contributions totaling $46,150. The Audit staff recommended foat DSC amend 
^ its reports to correct foe direlosure of there contributions. 

^ Legal Standard 
A. ItenUzatloB Reqaired for CoatribBttoas fhxm iBdhddaals. An aufoorized 

<7 candidate committee murt itemize any contributton fiom an mdividual if it exceeds $200 
O per eiection cycle, either by itsdf or when combmed wifo odier contributions from foe 
P same conbibutor. 2 U.S.C. §434(b)(3)(A). 
H 

B. Electton Qrde. The election cycle begins on foe firrt day following foe date offoe 
prevtous generd electton and ends on foe dste of die next generd election. 11 CFR 
§ 100.3(b). 

C. Required Informatton for Contribatlons fh>m Individuals. For each itemized 
contribution fiom an individual, foe committee murt provide the foltowmg infixrmation: 

• The conbibutor's foil name and address (including zip code); 
• The contributor's occupation and foe name ofhis or her emptoyer; 
• The date of receipt (the date foe committee reechoed foe conblbution); 
• The amount ofthe contribution; and 
• The election cycto-to-datetetai ofall conbibutions from die same individud. 2 

U.S.C. §434(bX3XA) and 11 CHPR §§100.12 and 104.3(a)(4). 

Facta and Analjeto 
Resulte of a review of conbibuttons received from individuate required te be itemized 
indicated that DSC did not adequately disctore the name and address of contributon or 
foe dste of receipt fiir 38 conbibutions totding $46,150. Mort offoe discrepancies were 
due te foe diretosure of an mooirect date of receipt Although the Audit sttdf could not 
determine the source of foe dste used by DSC. m mort instsnoes foe date reported was 
three te five dsys afier the date on the deposit slip. Mort ofthewerrore occurred fbr 
contributtons deposited during die monfo of October 2006. 

At the edt conference, DSC was provhted schedules detdling foere discrepancies. The 
DSC reprerentstive speed to review there scheddes. 
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Interim Audit Report Recommendatton 
The Audit staff recommended duit wifoin 30 calendar days of rervioe oftiie interim 
report, DSC amend ite report to correct the disclosure of foere receipts on Schedules A 
(Itemized Receipte). 

I Finding 6. Failure to File 48-Hour Notices 

^ Summaiy 
^ DSC did not file 48-hour notices for 15 conbibutions toteling $94,100 received prior to 

bofo die primaiy and generd elections. Ofthis amount $84,000 was loans from foe 
Candidate. The Audit staffrecommended that DSC provide evidence that 48-hour 

CO notices were timely filed, that no notice was required, or submit any comments it 
r-4 considen rdevant 

^ Legal Standard 
O Last-Minute ContribBtioBS (48-HoBr Notfce). Csmpdgn committees murt file special 
2 notices regardmg oontributions of $1.000 or more received less than 20 days but not more 

than 48 houra lielbre any election in which the candidate is running. This rale applies to 
all types of contributions to any aulhorfased commitiee ofthe candidate, including: 

• Conbibutions fiom the csndidste; 
• Loans from the candidate and ofoer non-bank sources; and 
• Endorsementa or guarantees of loans fimm foe banks. 11 CFR $104.5(f). 

Faeta and Analgreto 
The Audit staff reviewed 55 conbibutions. totaling $177,551, which were grester thsn 
$1,000 and received durteg foe 48-hour notice filing period of both the primaiy and 
general deetions. DSC did not file 48-hour notices fbr 15 contributtons totaling $94,100. 
Of fois amount, six contributions totaling $84,000 were losns ftom the Csndiditte. 

At foe edt confisrence, DSC wss provided a schedule offoe 48-hour notices not filed. 
The DSC representative stated thst he would review foere schedules. 

Interim Andit Report ReeonunesUtotion 
The Audit staff recommended dut, wifoin 30 calendiur days of service ofthe interim 
report, DSC provide: 
• Documentation to demonstrate dut 48-hour notices were filed for foe conbibutions in 

quertion; or 
• Documentatton establtehteg the contributions were not subject to 48-hour 

notification; and 
• Any commenta it consMen relevant 
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I Finding 7. Disclosure of Occupation and Name of 
Bmpioyer 

Summaiy 
DSC did not adequately diretore occupation and/or name of emptoyer mformation for 
contributions from individuals toteling $55,350. In addkion, diere was no evidence that 
'*bert efforts" to obtein, msintsin and submit foe infonnstion had been exercised. The 
Audit steff recommended thd DSC demonstrste tfisl it hss exercised bert efforte to obtain 
foe neeessaiy infixrmation or contact each conbibutor for which die infomiation is 

00 lacking, submit evidence of such contact and direlore any information received in 
f%. amended reporte. 
HI 
oo Legal Standard 
(̂ ' A. Required Informadon for COntrlbutloBB firon Individuate. For each itemized 
^ contribmion finm an tedividud, the committre murt provide the conbibutor's occupation 
^ and foe name ofhis or her employer. 2 U.S.C. §431(13) and 11 CFR §100.12. 
O 
2 B. Best Efforts Easurre Compliaace. When the treasurer of a political committee 

shows foat foe committee used bert efforts (see bdow) to obtein. maintdn. and submit foe 
infornuition required by the Act the committee's repoite and records will be considered 
in compliance widi foe Act. 2 U.S.C. §432(h)(2Xi)-

C. Defiaitfon of Bat Efforts. The tressurer and the committee will be consdered to 
have used "bert efforts" ifthe conunittee srtisfied all ofthe following criteria: 

• All written solidtstions fixr conbibutions included: 
o A clear request for the conbibutoi's foil name, mailing address, occupation, 

and name of employer; and 
• o The statement that such reportteg is required Ixy Federal tew. 

• Wifote 30 days after the receipt of the contribution, the treasurer made at leart one 
effort to obtdn the missing informstion, in either s written requert or s 
documented oral request 

• The tressurer reported any contributor infixnnation that, although not initidty 
provided by the contributor, was dxtained in a foltow-up communicatton or was 
contateed in the committee's records or te prior reports that die cominittee filed 
during die same two-year election cycle. 11 CFR §104.7(b). 

FSietB and Analyato 
The Audit staff reviewed all reported conbibuttons fixxm todividuab to determme ifthe 
necessary conbibutor infonnation was direiosed. The review indicated that DSC did not 
adequatdy direlore foe occupation and/or name of employer for 44 contributions totaling 
$55,350. For $32,100 of foere hems, DSC direiosed an occuprtton such as developer or 
investor wifo no name of employer. In addition, fixr $19,250, DSC direiosed that bert 
efforts had been exercised. 

Although requested, DSC dd not provide copire of wlicitatton msterids or a description 
of fodr bert effixrts procedures, fo additton, the records provided to foe Audit steff did 



16 

not contain any follow-up requeste for missing conbibutor infonnation. As a result, DSC 
does not appear to have made **best efibite" to obtain, maintain and report occupation and 
name of employer information. 

At tiie exit conference, DSC was provided schedules offoe conbibutions requiring 
additional direlosure informstion. The DSC reprerentstive stated that foere schedules 
would be revtowed and any commente regarding DSC's bert efforte procedures wouM be 
submitted in writing. 

Q Interim Audit Report Recommendation 
ox The Audit steff recommended dist wifoin 30 cdendar days of service ofthe interim 
N report, DSC take foe following action: 

• Provide documentation such as phone logs, retemed conbibuter letters, completed 
^ contributor contact information sheets or other materials which demonstrate foat bert 
^ efforte were made te obtain, mdnttte, and submit foe required direkxsure infoimation; 

Q • Abrent such a demonstration, make an effort to contact foose individuals fixr whom 
Q required mfbnnation is missing or incompletê  provide documentstion of such 
HI contacts (such as copies of letters to the contributors and/or phone logs), and amend 

its reports to direlore any tefoimation obtained firom foore contwte. 



FEDERAL ELECTION COMMISSION 

SUPPLEMENTAL FACTUAL AND LEGAL ANALYSIS 

RESPONDENTS: Denick Shepherd Campaign Committee MUR: 6151 
and Derrick Shepherd, in his official 
capacity as beasurer 

I. INTRODUCTION 

^ This matter was initiated by the Federal Election (Commission purauant to information 
H 

00 ascertained in the normal courre of canying out ite supervisoiy responsibilities. Derrick 
rM 
^ Shephenl C^pdgn Committee C*foe Conunittee**) was foe aufoorized conunittee of Denick 
0 nd 

Q Shepherd, a 2006 candidate for foe House of Representatives in Louisiaiia*s 2 Congressiond 

District. Derrick Shepherd is foe treasurer ofthe Committee. 

II. FACTUAL AND LEGAL ANALYSIS 

On April 10,2008 Derrick Shepherd was indicted on federal mdl firaud and wire firaud 

chaiges in connection wifo a money laundering scheme that is dleged to have taken place after 

the primary election in late 2006. Mr. Shepherd's crimtoal bial was scheduled for October 2008. 

but on October 10,2008, he pled guilty to mdl fraud and wire firaud to violation 18 U.S.C. 

§ 1956(h). See Press Rdease, State Senator Pleads Guilty in Federal Court to Money 

Laundering, htto://www.usdoi.govAisao/lae/Dress/2008/2008 10 10 denidc dieoherd Dlea.hbnl 

(last visited Dec. S, 2008); see also http://www.usdoj.pov/usaQ/lae/press/2008/downloads 

/factud basis derrick diepherd-pdfflast vteited Dec. 5,2008) CFactud Basis**). 

to foe crimind matter. Shepherd pled guilty to knowingly depositing constraction bond 

premiums into hte firm's bank accounts on behalf of an individud and a firm that had been 

ordered to cease and desirt firom engaging to the business of tosurance and whose bank accounts 



Factual and Legal Analysis 
MUR 6151 
Derrick Shepheid Campaign Committee, et al. 
PstBe2 

had been seized by regulatora. Factual Basis at 2. Notwifostsnding the measures taken by 

regulators, the unlicensed entities continued to fraudulentiy sell "bogus" constniction bond 

coverage and laundered the collected premiums forough Shepherd's accounte. Id. at 3-4. As part 

^ ofthe alleged scheme. Shepherd created false bilte and time records to conceal his actoal role in 

<H foe scheme and realized approximately $45,000 from foe scheme. Id. at 4-5. 
00 

^ The information obtdned firom foe criminal matter dso establishes that $20,000 of foe 

D funds Shepherd derived finom foe scheme were used to make a payment for "campdgn expenses" 
O 

on or around December 21,2006. &e Factual Basis at 6. The Committee reported no 

disbursement m this amount during fois period. 2 U.S.C. § 434(b)(3) and 11 C.F.R. § 104.3(b). 

Further, foe payment of Committee expenses by Shepherd and Associates, LLC is an m-kind 

contribution that must confoim wifo contribution prohibitions and limitations. 2 U.S.C. §§ 

441a(f) and 441 b(a); see Find Audit Report on Derrick Shepherd Campdgn (committee at 10. 

Accordingly, there is reason to believe that Derrick Shepherd Campdgn Conunittee and 

Derrick Shepherd, in his officid capacity as beasurer, violated 2 U.S.C. §§ 434(b), 441a(f) and 

441b(a), and 11 C.F.R. § 104.3. 


